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February  10,  I969 
To  the  Honorable  the  Mayor: 

One  aspect  of  the  City's  financial  picture  which  tends  to  be 
overlooked  in  discussions  of  municipal  finance  is  the  debt  situation. 
The  Finance  Commission  believes  it  is  of  the  utmost  importance  to 
review  that  situation  and  keep  it  firmly  in  mind  in  shaping  financial 
policy. 

Boston's  spiraling  debt  picture  can  be  pointed  up  very  simply 
with  the  following  statistics :- 

1.  The  City's  net  debt  has  almost  tripled  in  the 
last  dozen  years,  escalating  from  $58,600,000 
In  1956  to  close  to  $l60,000,000  at  the  close 
of  1968,  It  has  Increased  by  66^  in  the  past 
5  years. 

It  has  now  reached  the  highest  level  of  debt 
in  the  history  of  the  City. 
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2.  On  top  of  this,  there  is  an  amo-unt  of  about 
$150,000,000  in  Loan  Authorizations,   This 
accumulated  authorization  to  borrow  for 
schools,  public  buildings  of  various  kinds, 
urban  redevelopment,  et  al.  will  become 
additional  debt  when  such  new  debt  is  issued. 

3.  It  cost  Boston  $18,800,000  in  1968  to  service 
this  stupendous  debt.   This  meant  about  $12 
in  the  tax  rate . 

4.  Boston's  share  of  the  Metropolitan  District 
net  debt  (sewer,  water,  and  parks)  continues 
to  rise;  it  is  now  approximately  $90,000,000. 

The  attached  tables  present  the  debt  picture  in  detail. 

Table  I  shows  the  City's  debt  during  the  past  dozen  years, 
the  rise  since  195^  and  the  sharp  increase  during  the  past  5  years. 

Table  II  presents  the  list  of  purposes,  and  the  amounts,  for 
which  loans  have  been  authorized  but  not  yet  issued.   Most  of  these 
projects  will  soon  be  carried  out  and  debt  Issued  for  their  funding. 

Table  III  presents  the  detail  of  the  City  and  County  funded 
debt. 

Table  IV  lists  the  purposes  for  which  debt  was  issued  in 
1968  and  the  amounts. 

Table  V  shows  Boston's  share  in  the  Metropolitan  District 
Debt  covering  the  3  divisions  of  the  Metropolitan  District  Commis- 
sion.  The  City  shares  heavily  in  the  cost  of  these  metropolitan 
activities  but  has  no  direct  voice  in  their  control. 

Table  VI  presents  the  outstanding  City  debt  as  of  December  31 
1968. 
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Table  I 

BOSTON' 

'S  NET 

DEBT  Al 

^  YEAR  END 

1936 

- 

1968 

1956 

$ 

58. 

652.208.13 

*   1957 

70.832.868.95 

1958 

111. 

588.963.38 

1959 

103. 

.413.775.81 

i960 

101, 

,016,708.28 

1961 

96. 

,618.165.71 

1962 

94. 

.690.775.93 

1963 

94. 

,993.030.40 

1964 

108, 

,916.200.87 

1965 

111, 

,054.863.89 

1966 

117. 

,791.418.34 

**  19S7 

142, 

,190.169.82 

1968 

157: 

.396.263.90 

*   A  $45,000,000  Funding  Loan  was  provided  In  1957  to  meet  a 

deficit  In  the  Excess  and  Deficiency  Account  and  an  accumulation 
of  overlay  deficits  due  in  large  part  to  abatements  granted. 

**  Boston's  previous  highest  debt  level,  in  the  1909-I967  span  of 
years,  was  $135,815,273  in  1933. 
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LOANS  AUTHORIZED  BUT  NOT  ISSUED 

Inside 
Debt  Limit 
10-19-54  Cons,  of  Bldgs.,  Orlg.  Equip. 

&  Furn.  Thereof  $  5.750,000 

7-31-56  Off -St.  Parking  Pac. 

11-6-56  Bridges,  Cons,  of  500,000 

8-20-57  Urban  Redev.  Loan  (West  End) 
10-22-57  Municipal  Audit 
12-22-58  New  City  Hall,  Cons,  of 
12-2-63  Cons,  of  Sch.  Bldgs.  Acq.  Land, etc. 

Departmental  Equip.  Hospital       4,000 
Remod.,  Recons.  &  Ext.  Rep. 

H0SP.-752  of  '63 
Urban  Redev.  Loan  f Washington  Park) 

Waterfront) 
, Gov't  Center) 
Off-street  Parking  Fac, 
Cons,  of  Bldgs.,  Orlg.  Equip., 

etc.  550,000 

Urban  Redev.  Loan  (Charlestown) 

"     "    (South  End) 
Cons,  of  Sch.  Bldgs.,  Acq,  Land, 

etc. 
Laying  &  Relaying  Water  Mains 
Off-street  Parking  Fac. 

Cons.  Bldgs,, Orlg.  Eq.,  etc.   2,500,000 

1.735,000 
Departmental  Equipment  500,000 

PI, ,Des. ,Ac.Land  for  Cons.(Llbr.) 

"   "     (Parks  &  Rec. 
"    "   "   "  (Health  &  Hosps. 

(Police 
(Traffic  &  Pkg. 


1-21-64 
4-15-64 

5-7-64 

9-11-64 

9-11-64 

8-5-65 

8-5-65 

9-1-65 

1-19-66 

2-2-66 

6-10-66 
7-21-66 
7-21-66 
7-21-66 
3-10-67 
5-17-67 
5-17-67 
5-17-67 
5-17-67 
5-17-67 


6-26-67  Urban  Redev.  Washington  Pk. 


6-26-67 
6-26-67 


Project 

400,000 


Sewerage  Works 
Urban  Redev.  Gov't  Ctr. 
Renew.  Project 
1-11-68  PI. ,Des. , Acq.Land  Cons.(Sch. 
5-8-68    "   "    "    "   (Hospital 
5-8-68   Con.&  Lay. Aqueducts  Ss  Water  Mains 
5-8-68   Rem.,  Rec. , Ext. Rep,  Sch^  Bldgs,   500,000 
5-8-68   Cons,  of  Sewers  1,250,000 

5-8-68   Orlg.  Cons.  Public  Ways,  etc.   1,500,000 
5-8-68   Cons,  of  Sidewalks  1,400,000 

10-2-68   Pl.Des.Acq.Land(CD&  Pol.) 
11-27-68  Urban  Redev. Sch. Franklin, 
Boylston,  Essex 

$17,959,000 


Table  II 

Outside 
Debt  Limit 


$  1,150,000 

2,000,000 
1,348.98 
1,120 

26,500,000 


1,000,000 

255,000 

7,000,000 
1,000,000 

500,000 


5,300,000 
3,260,000 

19,000,000 

700,000 

2,750,000 


18,700,000 

1,460,000 

2,050,000 
765,000 
370,000 

4, 925.000 


2,805,000 

11,000,000 

10,250,000 
1,300,000 


600,000 

3,107,000 

$129,499,4b«.98 


Inside 
Outside 


•$  17.959.000 
129.499.468.98 


Total 


$147,458,468.98 
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1968  DEBT  ISSUED 


Table  IV 


8-1-68 

Public  Ways,  Cons,  of 

Bridges,  Cons,  of 

Cons,  of  Bldgs.,Acq.  of  Land 

II       n     II       It  II 

Sewerage 

Parking  Facilities 


Urban  Redevelopment 
II       It 


$1,000,000 
2,150,000 

500,000 

500,000 
500,000 

500,000 
1,500,000 
2,500,000 
1,000,000 
1,000,000 
1,000,000 


$12,150,000 


12-1 


Public  Welfare 

Sidewalk  Construction 

Departmental  Equipment 

Ext.  Repairs,  Act  1963j  Hosp, 

Public  Ways,  Cons,  of 

Ext.  Repairs,  Sch.  Bldgs, 

Water  Mains 


Cons, 
It 


of  Bldgs. 
II 


Sewerage 

Bridges,  Cons,  of 

Parking  Facilities 

Cons,  of  Bldgs. 

Urban  Rede v., South  End 

Urban  Rede v. 

Urban  Redev.,  Charlestown 

Urban  Redev. 

Urban  Redev.,  Washington  Park 

Capital  Improvements 

Capital  Improvements,  Sch.  Dept. 1,000, 000 

New  City  Hall 


5,000,000  To  replace  196?  Note 

180,000 
1,000,000 

500,000 

500,000 
1,500,000 

300,000 

100,000 

250,000 

500,000 

500,000 

500,000 

700,000 

500,000 

500,000 

500,000 
1,000,000 
1,000,000 

750,000 


1,000,000  $17,780,000  $29,930,000 


Note:  in  anticipation  of  Permanent  Debt 


4,600,000 
$34,530,000 
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Table  V 

METROPOLITAN  DISTRICT  NET  DEBT 

1967  1968 

Sewer  $17,002,211.30  $l6, 301,108. 60 

Water  57,257,700.87  60,473,621.96 

Park  13,110,362.91  12,951,525-63 

$87,370,275.08  $89,726,256.19 

Part  of  the  new  MDC  Debt  of  $7,175,000,  added  in  November 
-I968,  will  in  due  course,  be  added  to  Boston's  Share  of  the  IIDC 
Net  Debt. 
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Thomas  J .  Murphy 

Executive  Secretary 
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Respectfully  submitted, 

John  Larkln  Thompson,  Chairman 

Joseph  P.  McNamara, 

Russell  S.  Codman, 

Frederick  R.  H.  Witherby, 

Rev.  James  P.  Breeden 

THE  FINANCE  COMMISSION. 
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y..  CITY   OF 
BOSTON 


;7o 


FINANCE 
COMMISSION 


Ei  BOSTON  .MASS.  02108    LAfayette  3-1622 


THREE  CENTER  PLAZA  -  RM.  820 


February  23,  1970 


To  the  Honorable  the  Mayor: 

This  is  the  Annual  Debt  Statement  prepared  by  the  Boston 
Finance  Commission  which  presents  the  City's  debt  situation  as  of 
January  1,  1970. 

During  19^9  the  City  of  Boston  was  required  to  appropriate 
$26.9  million  to  pay  the  principal  and  interest  on  the  City's  debt. 
This  was  more  than  was  budgeted  for  any  department  except  two.   It 
added  $l6.80  to  the  tax  rate,  and  therefore  cost  the  owner  of  a 
house  valued  at  $5>000  an  additional  $84  on  his  tax  bill. 

The  City's  large  net  debt  has  tripled  in  the  last  thirteen 
years,  shooting  from  $58.6  million  in  1956  to  over  $175  million  at 
the  close  of  I969.   It  has  increased  by  85^  since  1963^  and  by  23.Jfo 
in  the  past  two  years.   It  is  now  at  the  highest  level  in  the  history 
of  the  City. 

In  addition,  there  are  $136  million  in  loan  authorizations, 
most  if  not  all  of  which  is  due  eventually  to  be  added  to  the 
existing  $175  million  figure.   Boston's  share  of  the  MDC  debt  is 
approximat.ely  an  additional  $105  million. 


-  2  - 

The  Commission  urges  your  office  and  the  honorable  Council 
to  do  their  utmost  to  hold  down  this  strain  on  City  funds. 

The  attached  tables  present  the  debt  picture  in  detail . 

Table  I  shows  the  City's  debt  in  recent  years,  the  rise  since 
1956  and  the  sharp  increase  during  the  past  6  years. 

Table  II  presents  the  list  of  purposes,  and  the  amounts, 
for  which  loans  have  been  authorized  but  not  yet  issued.  Most  of 
these  projects  will  soon  be  carried  out  and  debt  issued  for  their 
funding . 

Table  III  presents  the  detail  of  the  City  and  Co\inty  funded 
debt. 

Table  IV  lists  the  purposes  for  which  debt  was  issued  in  1969 
and  the  amounts. 

Table  V  shows  Boston's  share  in  thei Metropolitan  District 
Debt  covering  the  3  divisions  of  the  Metropolitan  District  Commission. 
The  City  shares  heavily  in  the  cost  of  these  metropolitan  activities 
but  has  no  direct  voice  in  their  control. 

Table  VI  presents  the  outstanding  City  debt  as  of  December  31, 
1969. 

Respectfully  submitted, 
Joseph  P.  McNamara, 
Russell  S.  Codraan,  Jr., 
Frederick  R.  H.  Wltherby, 


Thomas  J.  Murphy 

Executive  Secretary 


Arthur  J.  Gartland, 

THE  FINANCE  COMMISSION 


an 


Table  I 


** 


BOSTON'S  NET  DEBT  AT  YEAR  END 
1956   -   1969 

1956  $  58,652,208.13 

1957  70,832,868.95 

1958  111,588,963.38 

1959  103,413,775.81 
i960  101,016,708.28 

1961  96,618,165.71 

1962  94,690,775.93 

1963  94,993,030.40 

1964  108,916,200.87 

1965  111,054,863.39 

1966  117,791,418.34 

1967  142,190,169.82 


1968  157,396,263.90 

***   1969  175,752,949.91 

*  A  $45,000,000  Funding  Loan  was  provided  in  1957  to  meet 
a  deficit  in  the  Excess  and  Deficiency  Account  and  an 
accumulation  of  overlay  deficits  due  in  large  part  to 
abatements  granted. 
**  Boston's  previous  highest  debt  level,  in  the  1909-I967 
span  of  years,  was  $135,815,273  in  1933- 
***  Increased  85^  over  1963. 
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TABLE  III 


CITY  AND  COUNTY  FUNDED  DEBT 

Gross  Funded  Debt  12-31-68  $188,015,500 

Add  Funded  Debt  Issued  in  1969: 

City  Debt  $38,300,000 

Water  Debt  700,000 

Welfare  Debt  4,600,000      43,600,000 


$231 > 615.500 


Deduct  Funded  Debt  Paid  in  1969: 


City  Debt  $14,226,000 

Water  Debt  90,000 

Welfare  Debt  10,900,000 

Rapid  Transit  Debt  1,380,000       26,5q6,000 

Gross  Funded  Debt  12-31-69  $205,019,500 

Sinking  Funds  12-31-68  $30,632,375-52 

Receipts  in  I969  412,223.38 

$31,044,598.90 

Payments  1,757, 160. 33 

$29,287,438.57 

Less  Reserve  for  Payment 

of  Interest  on  Debt  20,888.48 

Total  Redemption  Means  29,266,550.09 

Net  Funded  Debt  12-31-69  $175,752,949-91 


Gross  Debt  Sinking  Funds  Net  Debt 

City  Debt      $174,497,000  $   249,050.09  $174,247,949-91 

Water  Debt         1,505,000           _  _  -  1,505,000.00 

Rapid  Transit    --29,017,500  29,017,500.00    


$205,019,500     $29,266,550.09   $175,752,949.91 


t 
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^. 
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DEBT  ISSUED  I969 


TABLE  IV 


6-1   Municipal  Relief 


8-1 


12-1 


I 


Construction  of  Bldgs.,  etc. 
Urban  Redevelopment 
Urban  Redevelopment 
Urban  Redevelopment 
Capital  Improvements 
Capital  Improvements 
Capital  Improvements 
Capital  Improvements 

Sidewalk  Construction 
Departmental  Equipment 
Automatic  Traffic  Control  Signals 
Remodeling,  Reconstruction  or 

Extraordinary  Repairs  to 

Public  Bldgs. 
Extraordinary  Repairs,  Acts  of 

1965 
Extraordinary  Repairs,  Acts  of 

1963 
Public  Ways,  Construction  of 
Water  Mains 

Parking  Facilities,  Acts  of  1964 
Bridges,  Construction  of 
Construction  of  Bldgs.,  etc. 
School  Project,  Acts  of  19^8 
Urban  Redevelopment 
Sewerage 
Capital  Improvements,  Acts  of 

1966 


$4,600,000 


935,000 
1,000,000 
2,000,000 
2,000,000 

765,000 
1,300,000 
5,000,000 
2,000,000 

500,000 

700,000 

50,000 


50,000 

500,000 

800,000 

3,500,000 

700,000 

500,000 

1,000,000 

1,950,000 
2,500,000 
5,500,000 
1,650,000 

4,100,000 


$43,600,000 


t 


r 


c 


TABLE  V 


f) 

METROPOLITAN  NET  DEBT 
BOSTON'S  SHARE 

1968  1969 

Sewer             $l6,301,108.6o  $32,856,775.76 

Water              60,473.621.96  58,737,964,09 

Park               12,951,525.63  13,188,788.82 

$89,726,256.19  $104,783,528.67 
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THREE  CENTER  PLAZA,  RM  820 


Fa 


GOVERNMENT  DOCUMENTS 

DEPARTMENT 
BOSTON  PUBLIC  LIBRARY 


June  8,   1972 


To  the  Honorable  the  Mayor: 

The  Finance  Commission  for  many  years  has  issued  an  annual 
debt  statement  outlining  the  City's  debt  picture.   This  report  deals 
largely  with  the  debt  situation  of  the  City  of  Boston  as  of  the  start 
of  1972. 

The  evaluation  of  a  city's  debt  situation  is  a  complex  and 
often  an  elusive  exercise.   There  are  no  conclusive  indices  or  ratios, 
although  there  are  guidelines.   Inasmuch  as  the  soundness  of  a  city's 
debt  is  the  reliability  of  its  promise  to  pay  its  indebtedness,  such 
an  analysis  is  synonymous  with  an  evaluation  of  the  city  as  a  finan- 
cial risk.  According  to  authorities  in  the  field,  factors  to  be  con- 
sidered in  analyzing  municipal  credit  include:   the  community's  debt- 
paying  ability  and  its  attitude  toward  debt  in  the  past,  the  type  of 
commercial  activity  on  which  its  prosperity  is  dependent,  the  char- 
acter of  its  government,  the  economic  growth  and  the  potential  of 
the  community,  and  the  stability  of  taxpayers'  and  business  income. 
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In  the  last  analysis  the  evaluation  demands  a  judgment  on  the  present 
and  future  of  the  city. 

One  qualified  and  objective  source  of  judgment  is  the  munic- 
ipal bond  community,  those  who  purchase  the  bonds  or  represent  the 
purchaser  and  who,  therefore,  are  vitally  concerned  with  the  city's 
ability  and  willingness  to  meet  its  obligations.  Accordingly,  the 
Finance  Commission  has  endeavored  to  canvas  the  judgment  and  outlook 
of  local  municipal  bond  experts  toward  Boston  finances. 

There  appears  to  be  a  consensus  in  the  local  municipal  bond 
sector  on  the  following  relevant  points  respecting  Boston's  debt  and 
bonds: 

1»   Boston's  "clima.te"  is  good|  it  must  be  regarded  as  a  "vital" 

City  for  the  purpose  of  investment  in  the  future  by  way  of  munic- 
ipal bonds. 

2.   The  City  has  a  demonstrated  capacity  to  pay  its  debt  obligations. 

3»   Boston's  debt  while  above  average  is  not  considered  excessive. 

I|,»   The  per  capita  debt  is  reasonable. 

5»   The  City  enjoys  a  good  average  interest  rate  on  its  bonds. 

6.   If  Boston  could  improve  its  Baa  rating  by  even  one  step,  it  would 
mean  substantial  saving. 

It  is  gratifying  to  learn  that  the  banking  sector  has  re- 
spect for  the  City  as  a  financial  risk  and  is  presently  confident  of 
its  financial  future  for  investment  purposes.   It  does  not  follow, 
however,  that  the  City's  debt  picture  can  therefore  be  regarded  with 
complacency.   The  following  observations  indicate  that  a  watchful  eye 
must  be  kept  on  the  City's  debt. 
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Some  salient  aspects  of  the  debt  situation  in  Boston  at  the 
start  of  1972  are  the  following: 

1,   Debt  requirements  to  be  met  by  taxation  in  1971  were 

$3ij,866,885.22.  It  appears  that  maturing  debt  in  1972,  aided  no 
doubt  by  the  fact  that  the  last  of  the  Welfare  Debt  was  paid  off 
in  1971,  will  be  slightly  less  than  in  1971.  The  rise  in  inter- 
est costs,  however,  indicates  that  preliminary  debt  requirements 
for  1972  will  climb  some  k  million  dollars  to  approximately  39 
million  dollars.  This  means  another  $2,38  on  Boston's  1972  tax 
rate. 

2«   Boston's  Net  Debt  at  the  end  of  1971  shows  a  continuation  of  the 
rise  that  began  in  19614..   The  trend  has  accelerated  sharply  since 
1966.   The  1971  rise  over  1970,  which  amounted  to  $52,80i;,6l43 
(or  2$%   increase),  was  the  largest  annual  increase  over  the  pre- 
ceding year  since  195^.   (See  Table  I  attached  to  this  report.) 
The  breakdown  and  calculation  of  this  net  debt  figure  of 
$263,993,201.61  is  shown  in  Table  V.   (attached) 

3«   Viewed,  however,  in  a  list  of  20  cities  in  its  population  class 
(500,000-1,000,000),  Boston  was  not  out  of  line  in  1969-1970, 
according  to  the  Bureau  of  Census,  Department  of  Commerce  Publi- 
cation, "City  Government  Finances,  1969-1970."  That  list  showed 
the  Boston  volume  of  net  long  term  debt  to  be  6th  lowest  in  rankj 
however,  Boston's  figure  had  increased  substantially  by  the  end 
of  1971.   (See  Table  II.) 
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U«   Debt  Issued  by  Boston  in  1971  amounted  to  $77,180,000,   This  was 
an  increase  of  $53,750,000,  or  kk%   over  1970.  School  building 
accounted  for  $30,500,000.   (See  Table  III.) 

Of  the  $261+, 185, 000  in  outstanding  debt  as  of  December  31,  1971 
(Table  VII)  Schoolhouses  and  Sites  represents  21^  and  Public 
Buildings,  excluding  Schoolhouses,  represents  23?^|  these  cate- 
gories together  with  Urban  Redevelopment  and  the  New  City  Hall 
represent  the  principal  share  of  the  total  debt  outstanding. 
It  should  also  be  noted  that  an  additional  amount  of  $23,600,000 
for  new  school  buildings  will  be  issued  on  June  1,  1972.   It  is 
worthwhile  to  speculate  on  the  scale  of  future  debt  which  is 
now  being  projected  for  new  schoolhouses.   The  Mayor  in  his 
inaugural  address  stated  that  he  would  seek  a  200  million  dollar 
authorization  for  school  borrowing.   Although  there  will  be  a 
reimbursement  of  at  least  50^  from  the  State  for  such  borrowing, 
it  is  a  major  factor  on  the  horizon  and  gives  one  reason  for  con- 
cern. 
5«   In  addition  to  outstanding  debt,  there  is  a  large  volume  of  loans 
that  have  been  authorized  for  various  purposes  but  not  yet 
issued.   Presumably,  such  authorized  amounts  will  one  day  be 
issued  and  added  to  the  total  debt.  As  of  December  31,  1971, 
there  was  $165,172,900  in  Loans  Authorized  But  Not  Issued.   This 
is  $I|.3,lj86,l469,  or  26^  less  than  the  December  31,  1970  amount. 
(See  Table  IV.) 
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6.  Boston's  share  of  the  Metropolitan  Net  Debt  (sewer,  water,  and 
park)  had  declined  in  1970,  from  a  1969  figure  of  $10i|,783,528.67 
to  $103, 711, 128. 7if.  As  of  June  30,  1971,  however,  this  figure 
climbed  to  $108,l61|,50i|.89.   (See  Table  VI.) 

7.  The  per  capita  debt  ratio  is  interesting.   Table  II  presents  a 
list  of  20  cities  in  Boston's  population  class  with  the  per 
capita  debt  for  each.   Boston  appears  to  be  in  a  median  position. 

8.  Another  interesting  ratio  is  that  of  a  city's  debt  to  its 
assessed  valuationsi  of  course,  it  is  desirable  to  achieve  as 
low  a  ratio  as  possible.   This  ratio  for  13  cities  (the  only 
cities  in  Boston's  population  class  for  which  data  seemed  to  be 
available)  shows  Boston  in  a  median  position  in  this  respect,  as 
well.   (See  Table  VIII.)   Boston's  l5.7?^  is  actually  below  the 
17^  average  for  the  group. 

MUMICIPAL  BORROWINGS 

Municipal  borrowing  is  one  of  the  basic  methods  by  which  all 
municipalities  obtain  the  funds  necessary  to  pay  for  the  cost  of 
public  improvements  of  a  capital  nature,  i.e.,  of  a  general  and  usually 
long-term  benefit.  Sound  financial  practice  dictates  that  such  ex- 
penditures be  capitalized  and  repaid  over  a  number  of  years  as  the 
benefits  from  them  accrue  to  the  community  as  a  whole. 

Boston's  bonds  are  rated  Baa.   This  is  not  the  highest  rating 
enjoyed  by  a  municipality;  in  fact,  there  are  three  higher  ratings. 
The  City's  bond  rating,  however,  is  not  conclusive  in  determining 
the  marketability  of  its  bonds.   This  is  demonstrated  by  the 
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favorable  response  that  is  made  to  bond  offerings  by  the  City.  Boston's 
bonds,  in  fact,  appear  to  command  a  better  price  than  those  of  some 
poiiiparable  oomraunities  throughout  the  country  which  enjoy  a  better 
rating  than  Boston's  Baa  rating. 

The  experience  of  Boston  in  its  bond  offerings  is  consistent 
with  a  comment  found  in  the  Wall  Street  Journal.   That  paper 
(11-18-71) »  in  a  story  on  tax-exempt  offerings,  discussed  the  then 
current  offerings  of  Philadelphia,  Detroit,  and  Boston,  quoting  one 
analyst  as  follows:   "Boston  has  a  diversified  industrial  base  and  a 
relatively  sound  financial  position  that  clearly  makes  it  the  strong- 
est credit  risk  of  these  three  cities  ...".   Again,  in  its  issue  of 
November  17,  1971,  in  a  discussion  of  the  tax-exempt  market,  the  Wall 
Street  Journal  contained  the  following  reference  to  Boston:   A  senior 
officer  of  Bankers  Trust  said  the  group  (Bankers  Trust  team  members) 
'made  a  careful  evaluation  as  to  the  current  and  near-term  market 
value  of  Boston  bonds,  which  we  consider  to  be  one  of  the  strongest 
Baa  credits  ...'", 

Boston's  latest  bond  issue  of  $i|.5*000,000  issued  June  1, 
1972,  produced  a  rate  of  5«29^|  this  is  the  same  rate  received  for  a 
Boston  issue  of  $53jOOO,000  of  6  months  ago  (December,  1971). 

Respectfully  submitted, 

Lawrence  T.  Perera,  Chairman, 

Joseph  P.  McNamara, 

Russell  S.  Codman,  Jr., 


Thomas  J.  Murphy, 
Executive  Secretary. 


Frederick  R.  H,  Witherby, 
THE  FINANCE  COMMISSION. 


Table  I 


BOSTON'S  NET  DEBT  AT  YEAR  END 
(RAPID  TRANSIT  OMITTEDI 

1956   -   1971 

1956  $  58,652,208.13 

*  1957  70,832,868.95 

1958  111,588,963.38 

1959  103,413,775.81 
i960  101,016,708.28 

1961  96,618,165.71 

1962  94,690,775.93 

1963  94,993.030.40 
f                                     1964  108,916,200.87 

1965  111,054,863.89 

1966  117,791,418.34 

1967  142,190,169.82 

1968  157,396,263.90 

1969  175,752,949.91 

1970  211,188,558.92 

1971  263,993,201.61 

*  A  $45,000,000  Funding  Loan  was  provided  in  1957 
to  meet  a  deficit  in  the  Excess  and  Deficiency 
Account  and  an  accumulation  of  overlay  deficits 
due  in  large  part  to  abatements  granted. 
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Table  II 


NET  LONG-TERM 
OUTSTANDING 
(in  Thousands 

DEBT 

0    , 

1970 

POPULATION  * 
(in  Thousands) 

Per 
CAPITA 

1969-1970 

Atlanta 

$255,429 

497 

$513 

Baltimore 

540,770 

906 

596 

Boston 

187,218 

641 

"    (12-31-71) 

263,993 

411 

Buffalo 

155.844 

463 

336 

Cincinnati 

218,418 

453 

482 

Cleveland 

259.898 

751 

346 

Columbus 

120,327 

540 

222 

Dallas 

267,321 

844 

316 

Denver 

253.435 

515 

492 

Kansas  City^  Mo. 

257.586 

507 

508 

Memphis 

358,426 

624 

574 

Milwaukee 

206,340 

717 

287 

New  Orleans 

212,272 

593 

357 

Pittsburgh 

82,386 

520 

158 

St.  Louis 

149,337 

622 

240 

San  Antonio 

161,168 

654 

246 

San  Diego 

119,366 

697 

171 

San  Francisco 

308,329 

716 

430 

Seattle 

266,257 

531 

501 

Washington,  D.C. 

347,214 

757 

458 

*   "City  Government 

Finances,  1969-7O, " 

Bureau  of  the 

Census, 

Department  of  Commerce. 


Table  III 


DEBT  ISSUED  IN  1971 

8-1-71 

School  Buildings  $10,000,000 

Library  9,400,000 

Urban  Redevelopment  3,000,000 

Hospital  2,600,000 

12-1-71 

School  Buildings  20,500,000 

Urban  Redevelopment  6,500,000 

Off-street  Parking  2,000,000 

Public  Buildings  *  9,120,000 

Sidewalks  1,400,000 

Public  Ways,  Construction  1,000,000 

Extraordinary  Repairs  6,070,000 

Departmental  Equipment  3,500,000 

Acquiring  Land,  Parks  190,000 

Bridges  1,000,000 

Water  900,000 


*  Hospital 

$4,400,000 

Park 

2,755,000 

Misc. 

965,000 

Police 

500,000 

Fire 

450,000 

Penal 

50,000 

$25,000,000 


52,180,000 
$77,180,000 
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CITY  AND  COUNTY  FUNDED  DEBT 


Table  V 


Gross  Funded  Debt  12-31-70 

Add  Funded  Debt  Issued  in  1971: 

City  Debt 
Water  Debt 

Deduct  Funded  Debt  Paid  in  1971: 

City  Debt 
Water  Debt 
Welfare  Debt 
Rapid  Transit  Debt 

Gross  Funded  Debt  12-31-71 

Sinking  Funds  12-31-70 
Receipts 

Payments 

Less  Reserve  for  Payment 
of  Interest  on  Debt 

Total  Redemption  Means 

Net  Fiinded  Debt  12-31-71 


$76,280,000 
900,000 


$238,377,500 

77,180,000 
$315,557,500 


$21,975,000 

190,000 

2,300,000 

3,570,000 


$27,204,842.59 

287,112.41 

$27,491,955.00 

3,947,152.58 

$23,544,802.42 

15,504.03 


28,035,000 
$287,522,500 


23,529,298.39 
$263,993,201.61 


City  Debt 
Water  Debt 


Gross  Debt 

$261,110,000 
3,075,000 

23,337,500 
$287,522,500 


Sinking  Funds 


Net  Debt 


$   191,798.39   $260,918,201.61 

3,075,000 
23,337,500  — 

$23,529,298.39   $263,993,201.61 


t 


»^ 


Table  VI 


METROPOLITAN  NET  DEBT 
JUNE  30 

BOSTON'S  SHARE 

1970  1971 

Sewer       $  32,827,209.41  $  34,446,000.68 

Water        57,861,578.75  61, 432, 440. 61 

Park          13,022,340.58  12,286,063.60 

$103,711,128.74  $108,164,504.89 
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NET  DEBT  IM  RELATION  TO  ASSESSED  VALUATION  -   SELECTED  CITIES 

TABLE  VIII 


Net  Long-Term 
Debt   Outstanding 
In   Thousands 

Assessed   Val. 

Net  Debt 
Per  Cent 
Of  Assessed 
Valuation 

Baltimore 

$5itO,770 

$3,072,009,978 

17.6 

Boston    (12-31-71) 

263,993 

1971 
1,681,500,000 

15.7 

Buffalo 

lB$Mk 

979,081 

15.9 

Cleveland 

259,898 

1966 
l,7l|7,5li|,000 

li+.9 

Columbus 

120,327 

1966 
1,038,869,000 

11.6 

Kansas   City,   Mo. 

257,586 

1966 
1,055,902,000 

2i+.i| 

Milwaukee 

206,3i|0 

2,531,8^3,700 

8.15 

New  Orleans 

212,272 

1966 
733,i|8l,000 

28.90 

St.   Louis 

li|9,337 

1966 
County? 
1,71+6,867,000 

8.55 

San  Antonio 

161,168 

l,093^i|27,200 

111. 7 

San  Diego 

119,366 

1966 
955,333,000 

12.5 

San  Francisco 

308,329 

1966 
l,570,i|l5,000 

19.7 

Seattle 

266,257 

1966 
916,836,000 

29.0 

Column  1  -  City  Govt.  Finances  1968-1969 
Column  2  -  I967  unless  stated  otherwise 
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larch    5,    1973 


To  the  Honorable  the  Mayor: 

The  Finance  Commission  for  many  years  has  issued  an  annual 
debt  statement  outlining  the  City's  debt  picture.   This  report  deals 
largely  with  the  debt  situation  of  the  City  of  Boston  as  of  the  start 
of  1973. 

The  evaluation  of  a  city's  debt  situation  is  a  complex  and 
often  an  elusive  exercise.   There  are  no  conclusive  indices  or  ratioSj 
although  there  are  guidelines.   Inasmuch  as  the  soundness  of  a  city's 
debt  is  the  reliability  of  its  promise  to  pay  its  indebtedness,  such 
an  analysis  is  synonymous  with  an  evaluation  of  the  city  as  a  finan- 
cial risk.   According  to  authorities  in  the  field,  factors  to  be  con- 
sidered in  analyzing  municipal  credit  include:   the  community's  debt- 
paying  ability  and  its  attitude  toward  debt  in  the  past;  the  type  of 
commercial  activity  on  which  its  prosperity  is  dependent;  the  char- 
acter of  its  government;  the  economic  growth  and  the  potential  of 
t,ho  rn-Timunity;  its  tax  structure;  and  the  stability  of  taxpayers'  and 
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business  income.   In  the  last  analysis  the  evaluation  demands  a  judg- 
ment on  the  present  and  future  of  the  city. 

The  banking  sector  continues  to  have  respect  for  Boston  as 
a  financial  risk  and  is  presently  confident  of  its  financial  future 
for  investment  purposes.   However,  it  does  not  follow  that  the  City's 
debt  picture  can  be  regarded  with  complacency.   The  following  observa- 
tions indicate  that  an  increasingly  watchful  eye  must  be  kept  on  the 
City's  debt: 


1 .    Boston's  Net  Debt  continued  to  spiral  during  1972.   The  1972 

increase  amounted  to  $61,588,899  {or  23%  increase  over  the  amount 
of  debt  existing  on  December  31,  1971),  bringing  the  total  Net 
Debt  at  December  31,  1972  to  $325,582,101. 

Table  I  attached  to  this  report  reveals  that  in  1960  Boston's 
Net  Debt  amounted  to  $101,016,708.28;  that  between  1960  and 
1966,  the  Net  Debt  increased  to  $117,791,418.34;  and  that  since 
December  31,  1969,  the  Net  Debt  soared  from  $175,752,949.91  to 
$325,582,101.   One  must  question  whether  this  type  of  increase 
can  continue  in  the  future  if  Boston's  debt  is  to  remain  attrac- 
tive to  the  private  investment  community.   A  change  in  the  climate 
surrounding  the  attractiveness  of  Boston's  debt  to  investors 
does  not  occur  overnight.   It  is  a  gradual  process  which  must  be 
anticipated  in  order  to  assure  a  continuing  market  on  favorable 
terms  in  the  future.   Extreme  care  must  be  exercised  in  author- 
izing debt  and  in  utilizing  its  proceeds.   The  breakdown  and  cal- 
culation of  the  Net  Debt  figure  of  $325,582,100.55  at  December 
31,  1972  is  shown  in  Table  V  (attached). 
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2.  Table  II  indicates  the  net  long-term  debt  of  20  cities  in  the 
population  class  of  Boston  (500,000-1,000,000)  according  to  the 
Bureau  of  Census,  Department  of  Commerce  Publication,  "City 
Government  Finances,  1970-1971".   The  trend  indicated  in  that 
table  is  startling.   Boston's  net  long-term  debt  has  increased  at 
a  significantly  faster  rate  than  that  of  most  of  the  other 
cities.   At  the  end  of  1970,  Boston  ranked  14th  in  total  long- 
term  debt;  at  the  end  of  1971,  Boston  ranked  11th.   Moreover, 
Boston's  per  capita  net  long-term  debt  increased  from  $329  at  the 
end  of  1970  to  $411  at  the  end  of  1971.   At  the  end  of  1970, 
Boston  ranked  13th  in  per  capita  long-term  debt.   At  the  end  of 
1971,  Boston  ranked  11th.   Perhaps  even  more  alarming  is  the  jump 
in  per  capita  debt  during  1972.   At  the  end  of  1972,  it  stood  at 
$508. 

3.  Debt  issued  by  Boston  in  1972  amounted  to  $84,000,000  compared 
with  $77,180,000  in  1971.   School  building  accounted  for 
$38,500,000  compared  with  $30,500,000  in  1971.   Urban  renewal 
accounted  for  $3,350,000  compared  with  $9,500,000  in  1971.   (See 
Table  III.) 

Of  the  $325,582,101  in  Outstanding  Debt  as  of  December  31,  1972 
(Table  VII)  Schoolhouses  and  Sites  represents  30.6%  and  Public 
Buildings,  excluding  Schoolhouses,  represents  23.6%;  these  cate- 
gories together  with  Urban  Redevelopment  and  the  New  City  Hall 
represent  the  principal  share  of  the  total  debt  outstanding. 


(, 


w    4^   In  addition  to  outstanding  debts  there  is  a  large  volume  of  loans 
that  have  been  authorized  for  various  purposes  but  not  yet 
issued.   Presumably,  such  authorized  amounts  will  one  day  be 
issued  and  added  to  the  total  debt.   As  of  December  31,  1972, 
there  were  $110,572,900  in  Loans  Authorized  But  Hot  Issued.   This 
is  $54,600,900  less  than  the  December  31,  1971  amount.   However, 
the  1973  Capital  Improvement  Budget  Loan  Orders  now  before  the 
City  Council  total  $87,325,000.   (See  Table  IV.) 

5.  Boston's  share  of  the  Metropolitan  Net  Debt  (sewer,  water,  and 
park)  had  declined  in  1970,  from  a  1969  figure  of  $104,783,528.67 
to  $103,711,128.74.   As  of  June  30,  1971,  however,  this  figure 
climbed  to  $108,164,504.89,  and  in  1972  the  figure  increased  to 

i         $115,168,999.79.   (See  Table  VI.) 

6.  In  1972,  Boston  retired  $22,349,000  in  City  and  Water  Debt,  com- 
pared with  $22,155,000  in  1971. 

.  7\_   The  amount  to  be  raised  by  taxation  for  Debt  Requirements  for 

1973  is  estimated  at  $44,600,000,  an  increase  of  $6,600,000  over 
1972.   On  the  basis  of  the  present  assessed  valuations  of  the 
City,  the  1973  Debt  Requirements  will  account  for  $25  in  appro- 
priations in  the  tax  rate.   This  figure  does  not  reflect  any 
amounts  necessary  as  a  result  of  loans  issued  during  1973.   There 
are  too  many  imponderables  at  this  time  to  attempt  estimating  re- 
quirements for  a  full  eighteen-month  period. 


MUNICIPAL  BORROMIilGS 


Municipal  borrowings  is  one  of  the  basic  methods  by  which 
all  municipalities  obtain  the  funds  necessary  to  pay  for  the  cost  of 
public  improvements  of  a  capital  nature,  i.e.,  of  a  general  and 
usually  long-term  benefit.   Sound  financing  practice  dictates  that 
such  expenditures  be  capitalized  and  repaid  over  a  number  of  years  as 
the  benefits  from  them  accrue  to  the  community  as  a  whole. 

Boston's  bonds  are  rated  Baa.   This  is  not  the  highest 
rating  enjoyed  by  a  municipality;  in  fact,  there  are  three  higher 
ratings.   Moreover,  if  Boston  could  improve  its  Baa  rating  even  one 
step  it  would  mean  substantial  savings.   In  pursuit  of  this  objec- 
tive, the  City  is  preparing  to  present  information  to  the  rating 
agencies  for  the  purpose  of  elevating  its  bond  rating.   The  result  of 
that  representation  is  eagerly  awaited  and  could  have  a  definite  and 
favorable  effect.   New  York  City  bond  rating  has  recently  been  uprated 
from  Baa-1  to  A  by  Moody  Investors  Service. 

In  fact,  Boston  enjoyed  an  A  rating  until  1965  when  the 
rating  suddenly  and  mysteriously  slipped  to  Baa.   There  appears  to 
be  no  reason  why  Boston  cannot  regain  that  A  rating  by  presenting  a 
comprehensive  and  persuasive  case  to  the  rating  agency. 

Boston's  latest  bond  issue  of  $39,000,000  on  November  14, 
1972  produced  a  rate  of  5.5%.   The  $45,000,000  bond  issued  on  June  1, 
1972  brought  a  rate  of  5.29%.   These  rates  compare  favorably  with 
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"V    the  5.8%  rate  on  a  $25,000,000  issue  of  Philadelphia  in  February, 
1973. 

Respectfully  submitted, 

Ralph  I.  Fine,  Chairman, 
Joseph  P.  McMamara, 


Thomas  J.  Murphy, 
Executive  Secretary. 


Frederick  R.  H.  Witherby,  Esq. 


Will iam  A.  Davis,  Jr . , 


J^  Henry  B.  Wynn,  Esq. 


THE  FINANCE  COMMISSION. 


Table   I 


BQSTQ^i'S   HET   DEBT   AT   YEAR    EiJD 
(RAPID   TRA^JSIT   OillTTEDl 


1956      -      1972 


1955 

$  58,652,208.13 

*  1957 

70,832,868.95 

1958 

111,588,963.38 

1959 

103, 413. 775. 8f 

1960 

101.016,708.28 

1961 

96,618,155.71 

1962 

94,590,775.93 

1963 

94,993,030.40 

1964 

108,916,200.87 

1965 

111,054,863.89 

1966 

117,791.418.34 

1967 

142,190.159.82 

1968 

157,396,263.90 

1969 

175.752.949.91 

1970 

211,188,558.92 

1971 

263,993,201.61 

1972 

325.582,100.55 

*  A  $45,000,000  Funding  Loan  was  provided  in  1957  to  rnffet  a 
deficit  in  the  Excess  and  Deficiency  Account  and  an  accumu- 
lation of  overlay  deficits  due  in  large  part  to  abatements 
granted. 
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Table    II 


NET    LO^G-TERFI    DEBT 
OUTSTANDING    * 


1970 
POPU- 
LATION * 


(in  Thousands) 

(in  OOO's] 

1     PER 

1969-1970 

CAPITA 

1969-1970 

1970-1971 

1970-1971 

Atlanta 

$255,429 

$372,097 

497 

$513 

$748 

Baltimore 

540,770 

548,231 

906 

596 

605 

Boston 

187,218 

641 

(12-31-72) 

263,993 

325,582 

411 

508 

Buffalo 

155,844 

161  ,971 

463 

336 

349 

Cincinnati 

218,418 

193,970 

451 

482 

430 

Cleveland 

259,898 

306,804 

751 

346 

408 

Col umbus 

120,327 

143,015 

540 

222 

264 

Dal  las 

267,321 

336,466 

844 

316 

398 

Denver 

253,435 

248,276 

515 

492 

482 

Kansas  City,  Flo. 

257,536 

271 ,905 

507 

508 

536 

Memphis 

358,426 

397,774 

624 

574 

637 

Milwaukee 

206,340 

199,770 

717 

287 

278 

New  Orleans 

212,272 

200,237 

593 

357 

337 

Pittsburgh 

82,386 

91 ,362 

520 

158 

175 

St.  Louis 

149,337 

170,188 

622 

240 

273 

San  Antonio 

161,168 

159,197 

654 

246 

243 

San  Diego 

119,365 

130,114 

'    697 

171 

186 

San  Francisco 

308,329 

343,851 

716 

430 

480 

Seattle 

256,257 

314,303 

531 

501 

591 

Washington,  D.C. 

347,214 

394,403 

757 

458 

521 

*   "City  Government  Finances,  1969-70,  71,"  Bureau  of  the  Census, 
Department  of  Commerce. 
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Table    III 
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DEBT  ISSUED  W.   1972 


June  1 


Extraordinary  Repairs,  Schools 
Public  Ways,  Construction  of 
Construction 

Real  Property,  Police,  Library 

Library 

Schools 

Schools 

Health  &  Hospitals 


;   100,000 
.4,000,000 

200,000 

2,200,000 

8,500,000 

15,000,000 

15,000.000 


$45,000,000 


December  1 


Tk) 


Extra 

Extra 

Extra 

Extra 

Sewer 

Bridg 

Sidew 

Si  dew 

Depar 

Publi 

Const 

Sc 

Fi 

He 

He 

Sc 

Fi 

Pa 

Ci 

Po 

Wa 

Wa 

Ur 

Wa 

Ur 

Ur 

Ur 

Re 


ordi 

ordi 

ordi 

ordi 

age 

es 

alks 

al  ks 

tmen 

c  Wa 

ruct 

hool 

re 

alth 

alth 

hool 

re 

rk 

ty  G 

1  ice 

ter 

ter 

ban 

ter 

ban 

ban 

ban 

loca 


nary  Repairs,  Schools     $ 

naey  Repairs 

nary  Repairs,  Schools 

nary  Repairs 


tal 

ys 

ion 
s 


Equipment 


&  Hospitals 
S  Hospitals 


arage 

,  Fire 

Mains 

Mains 

Renewal 

Mains 

Renewal 

Renewal 

Renewal 

tion  Payments 


900 

liSOO 

700 

500 
300 
500 
300 
500 
300 
1  ,000 


,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 


5,000,000 
500,000 

5,000,000 

200,000 

10,000,000 

500,000 

4,500,000 

1 ,000,000 
500,000 
300,000 

1  ,000,000 
500,000 
350,000 

1 ,800,000 
500,000 
550,000 
300,000 


39,000,000 
$84,000,000 


Z) 


( 


0) 


o  w 

o 


o  o  o  o  c  o  o 
o  c>  o  o  o  o  o 
c  oo  c  o  oo 

•I         •«         M        «t         «        «        #> 

lA  c-  o  o  u")  r«>  4 
^»  c  o »«  cj  o  oi 
«^  »f>  tn  r«.  <■  »—  00 


oo  o  oo  o 
oo  o  oo  o 
o  o  o  c  o  o 


o  ooo  ooo 
o  o  o  o  o  o  o 
o  o  ocr«  oc  c 


o 
o 
c 


^O'  rooc  O 

O  C   O  0%  C'  o 
fO  fO  fN.  coc.  O 


CNJ 


CO 


»-         CJ 


o  rv 

«SJ  CM 


ooorrooo       o 
coo      moo      o 

c:  o  in      ^  I— r>      o» 


*«> 


*) 


o 

Ui 

s 

l« 

^^ 

»n 

CM 

^i* 

rs. 

o» 

►- 

»" 

o 

z 

41 

^M 

►- 

«n 

3 

CD 

k 

« 

o 

A 

UI 

E 

r*« 

«i 

»iN 

o 

ee 

0) 

o 

o 

z 

H- 

<»- 

3 

o 

< 

M 

tn 

< 

■S£ 

•IM* 

< 

O 

^ 

o 
o 

o 

in 

CM 


o 
o 

M 

o 
o 


o 
o 
o 


o 

ft 
CM 


X 

^»- 

01 

M 

M 

3 

^•»^ 

w» 

O*— 

4J 

c 

Ui 

X  « 

o 

o 

1       >. 

r— 

a> 

^— 

4^ 

•   « 

•o 

*» 

M          C 

•«»4-» 

o 

« 

w          3 

— .        f--v-00 

^*^     -'^^  L 

« 

>»      o 

m       Ui  0.« 

Ol>            •Q. 

k 

o      o 

^                  MOl 

-->.  k          V» 

u 

<->aa 

k        «o»- 

flit-         4*»- 

0) 

^           ^ 

O            'X 

cr>u.       M  lo 

Q£ 

W     •       p- 

St'-o-M        «»- 

le           e  2 

<Q  C         O 

•— >         C(/>a9    O 

^    »     *^  n 

•3 

a.1^      «t- 

01  U  O 

<a  0)           e 

^"^                    rmt^^^^m 

Ut-  t>  jC£   M 

— ^C3  u    •*—  a> 

(A 

*»       cic  0)  a 

•*-r-  4^  0.4J  -M 

01      •»-4J  wee 

^C 

*-«■  c       o  c  ></> 

r->^    lOf— f—   U 

k  >,^to  c 

k 

«fO   O  vt-M  «  O 

O  3  4.>  o  ie< 

WT-  4J  o        «>  c 

« 

fl>ck.a>c^^s.ufc. 

0.0.  to  •»>  « 

CL 

•.-UJH-T-  CU.         t- 

• •        OX     • 

••>'».<•(_>»-<  k«^.o 

••.^ 

•M       t.  -t-if-   1  x:  (o 

X:cQ<~'tA 

«        -^^         IS          k 

.f>4>*a)i-f      ••MO. 

T3-0  A'               ^ 

Ok."0        "O  >  "O  3 

■o 

■>~t/»'*>r-(/1jC3a> 

CCS     'WO 

«  c-o  c  k  e 

c 

•*>«)io*'-<ouoe^ 

to   (O   04^  C 

oe  lo  c  «  «  «  otM 

« 

o 

U3  3  o^:  (/)</! 

_j_j«/>  to  «e    • 

>j  (0  ..jx  .J  e  4.> 

M^ 

M 

<B s.. >«  »>  (O •v,<««i» >■>-»     • 

'-^'^-J  o. 

-J                    t-  c 

k 

O 

U.                U.                       4^ 

• 

•    •               «o  ♦*    •        'x:    •  (A  0) 

a>    • 

o 

4J  4J         4J  4J  4J   X 

W) 

cr  0*4^  *»    •  Js. 

X  er   •  o-*>  o-  3  E 

?  o- 

t. 

cr.  eccrecctu 

o>  u  u  c:  c  0'<j  uiocrukuo>>a>o 

9 

e  tt>  0)  e  «  «  « 

■o«<«:  «  «  o 

<«:  u«r  o«cx  «</)< 

tL. 

•.-  E  £•.-  e  e  E  - 

E  E«C    • 

ta        <        S               CL. 

^  CL  o.^  ^  o.  c   • 

DQ 

•   •  a.e.      M 

«                    «                     M         • 

«*.    • 

kOOkOOOM 

•    .  o  o   •♦* 

•     ••••»•  jCx  c 

o    • 

<0f— r—  WJf—^-f—  C 

« 

M  VIr-i—  M  U 

«A   V)    (A    Mr—    (A    3   O 

M 

a.  0)  <ua.  (u  «  Of  o 

M 

<u  a>  «  a>  «  «i 

COIOlOlflSVO.'r- 

e  o> 

>  >       >  >  >  u 

300    >   >0  i-» 

O  O  O  O    S  Q         4-» 

oo 

4>««<4-»ai«a>«> 

O 

0)  «       o 

U                     0)           •  « 

o"o-o  a>"0"0"'oes^ 

•      •"O  "O      *   k 

«»     •     »     "  C      --M  «  4rf     • 

ttl  O  <l>  (U  O  <U  fl< 

4-> 

o>  o>  01  Qt  oo.  ac  o>  o>  o) «  cn«/)  o 

u  o 

koscci-oioici    •« 

k 

c  cozo;  e 

c  c  eof  C      r- 

a  e 

•M               +» 

3«r-^              -f-^ 

•1-t-f-        •»-   k  01 

Uf 

(/)CCV)CCC-0 

O 

eccccoT>eeccea)af4Jc 

1   <«  <o  1   HI  <a  <o  oo 

C  C  lO  to  c  o 

o  c  c  e  <o  e  e 

M  e 

«t-jQjQ<»-^ja^  E 

IS  «  x>.a  <a.c 

Eie(B<o^<eE< 

c  «d 

<4-kS.*^kt.S.O 

f— »—    k    kr—    O 

Oi^r-r—  kr-   3  OC 

Of- 

or)=>o=>=3=3C!: 

a.a.=}3o.tocc;a.o.a.3a.(/)eDoo. 

o 

OO 

<»- 

«>  r^  «a- *o  »^  «>      <9i 

Ok  en      oi  o  o 

o  r««.p».. 

O 

iniAiO<o«o  •  cnu> 

vd io cnio p^ r^ o o o o r«>   i    i  p» 

»—  ^~ 

fc. 

1    1    1    1    1  r^o   1 

1     1   «0    1     1     1 

rKf<.^>.^«   i«o(or«>i^rx 

0)  0) 

COOr-f->VO  CM    1   r> 

<n<*>    I  iAiOOO 

1     1     1     1  «»»•—  r—    I 

1    1 

*»"0 

r>-CM^-CM<M     1   mi- 

^-»-^CMCM^- 

U>VO«OVOr—    i      l<ntf>tA 

«  s. 

ll      1     1      1   •—     1      1 

1    1    1    1    1    1 

1      1      1      1      1    Or->     1 

1    1 

OCT 

r*»cocrn»»Or-<Mm 

u)U)«r)w>r— (ninmmmr>s.r-i— CMtnin 

e 


(. 


4J 

C 

o 
o 


1 

O  O  C.  O  O 

O 

o 

c« 

o 

•M 

o  oc  o  o 

O 

o 

C' 

o 

> 

•r- 

o  o  c  c  o 

o 

cr> 

o 

en 

1— 1 

<U   E 

A       «\       •«       n       n 

*» 

Vt 

« 

M 

•O  -r- 

o  o  c  o  o 

o 

o 

c 

r^ 

01 

•r-  _l 

o  oc  o  o 

c- 

in 

o 

•^ 

l>M 

to 

O  O  <    CM  CD 

lO 

CM 

C5 

r* 

£» 

•M  +J 

«k 

M 

to 

3  XI 

C^    <U 

O 

CM  "Si-  or   00  VD 

"* 

o 

o 

c 
c 

ir 

CO 

r««. 


■O  -r- 
1-  -J 

(O 

C   ••-> 

>-*  XI 

Q 


O  O  O 
O  OO 

o  o  o 

(ft       (h       A 

o  o  o 
o  o  o 

r-  to  lO 
r-  CO 


o 
o 
o 

Lf) 
CM 

CO 

00 


o 


3 
O 


O) 
O 

a 

3 

o. 


c 
a> 

Oi 

c 
<o 
x> 

i~ 


i. 

a. 


O 

■!-> 

CD 

c 

•r* 
I/) 


u 

01 

o 


lO 

0) 

c 

oc  •»-> 
u 

C   O) 

<a  •>-5 
x>  o 

s.  i. 


1—   (O 

■—   0) 

•I-  Di 
3 

0)  C 
C  (C 
IQ  JQ 

U.  S. 
I    =1 

4J 

cx» 
o  c 

S-  tiJ 

«f- 
s-x: 

(U  ■!-> 
■M   3 

<o  o 


•M 
U 
<U 

o 

i~ 
a. 


c 


3 


(J 


XI 

3 

+J  a. 
u 

(U  o 
•1-5  4J 
O 

ei.  i- 

•r- 

I—  <a 

c 

«u  • 
a:  -M 

X 

£  Ixl 
lO 

XI      •< 

i-    • 

C 
rtS  o 
ts)  O 
fO   OJ 

r— ce 

O. 


CO 


o 

O 

o 

o 

O 

o 

o 

&\ 

en 

•« 

fi 

« 

m 

^. 

eg 

CM 

«^ 

r*. 

00 

r*. 

in 

M 

« 

A 

c: 
oi 

E 

•r— 

3 


CO  +J 

c  c 

O   (U 

<->  E 

+J 

•>  t. 

lo  «o 

■Si  o 


i-  E 


r—  +J 

3  T3 

Q.  ear 


(/I 

c  • 
•I-  cr 

«o  •*— 

s:  i- 

o 

s- 

+J 

<o     • 

3:    «/>    C 

c  o 

oS    O  •>— 
o  •<-> 

to        m 

^      »  (X) 

o  x>  $- 

3    C    U 
■O    iC    OJ 

o)  _i  c: 

3 

<  o- 
u  to 

c  t. 

•r-       «>  (O 

>>    •  a. 

<0  to 
-J    <U      " 

o    . 

o 

"  «o 

•  u. 

c 

to  oQ 
O  r- 


c^ 


to 

c 


Ol 


o 


ea 


to 

c: 
o 

CJ 


■a 

c 

03 


•  to 

CTi— 

u  o 

«:  o 

x: 

«>  o 

• «/) 

to 

<u     •> 

Q      • 

o 


00  r- 


•b«V 


•M 

•r- 

•T" 

E 

E 

•»- 

•r- 

— 1 

-i 

+J 

•M 

XI 

^ 

<u 

(U 

o 

O 

<u 

(U 

•o 

■a 

•I— 

•r- 

to 

«o 

4J 

c 

3 

o 
o 

CM 

rv. 
H^  I— 

in 

(£> 


I 

CO 

I 

CM 


K-         O 


s- 
o 
1- 

0) 

x> 

o 


to 

s- 

0) 

o 


o 


4-» 
O) 

Oi 
TJ 

3 
CD 


Q> 

E 
<u 

> 
o 

s. 

CL 

E 


f8 
fO 

o 


1^ 


«♦- 

o 

J- 

cu 

OJ 

4J  -Ol 

<a 

s. 

Q  Ol 

r— r— CMCMCMCMCMCMCM 
r>«     I      I      I      I      I      I      I      I      I 

I  o«!ro«y>tnuoLnLr»<:s- 

CMCOr—  I—  r-r— I—  I— r-r— 
I       I       I       I       I       I       I       I       I       I 

t£)«£)r^f— 1— esiiDtovors. 


CO 

en 


CM 

I 

I 


^ 


<. 


^ 


CITY    AMD    COUNTY    FUflDED    0E3T 


Table  V 


Gross  Funded  Debt  12-31-71 

Add  Funded  Debt  Issued  in  1972: 

City  Debt 
Water  Debt 

Deduct  Funded  Debt  Paid  in  1972 

City  Debt 

Hater  Debt 

Rapid  Transit  Debt 

Gross  Funded  Debt  12-31-72 

SinkHg  Funds  12-31-71 
Receipts 

Payments 

Less  Reserve  for  Payment 
of  Interest  on  Debt 

Total  Redemption  Means 

Net  Funded  Debt  12-31-72 


$82,350,000.00 
1  ,Q50.000.00 


$22,094,000.00 

255,000.00 

3.570,000.00 


$23,544,802.42 

354,226.26 

$23,899,028.68 

3,859,005.15 

$20,040,023.53 

18,624.08 


$237,522,500.00 


84,000.000.00 
$371,522,500.00 


25,919,000.00 
$345,603,500.00 


20,021  ,399.45 
$325,582,100.55 


City  Debt 
Water  Debt 
Rapid  Transit 


Gross  Debt 
$321 ,366,000 
4,470,000 
19.767,500 


Sinking  Funds 
$   253,899.45 

19.767.500 


Net  Debt 
$321  ,112,100.55 
4,470,000 


$345,603,500 


$20,021,399.45   $325,582,100.55 


Table  VI 


D 


METROPOLITAN  NET  DEBT 


JUNE  30 


BOSTON'S  SHARE 

1971  1972 

Sewer              $  34,446,000.68  $  35,064,480.58 

Water                61,432,440.61  66,751,267.63 

Park                 12.286,063.60  13.353,251 .58 

$108,164,504.89  $115,168,999.79 
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CITY   OF 
BOSTON 


FINANCE 
COMMISSION 


Ili^gi'l^glli^fsMiiis  ^  Q  S  T  O  N     .MASS.    02108        L  A  fayette   3-1622 
THREE  CENTER   PLAZA,    RM  820 


!\ 


August    26,     1974 


To  the  Honorable  the  Mayor 


> 


Following  an  annual  practice  of  long-standing,  the  Finance 
Commission  herewith  presents  an  analysis  of  the  City's  debt  situation 
as  of  the  start  of  the  fiscal  year,  July  I,  1974. 

The  following  are  some  of  the  highlights  of  the  debt  picture: 

I.   Boston's  net  debt  continued  to  climb  during  the 
fiscal  year  just  closed  but  less  sharply  than  in 
previous  years;  nevertheless,  it  reached  an 
all-time  high  on  June  30,  1974  of  $364,945,395 
(see  Table  V),  more  than  three  times  the  debt 
figure  of  ten  years  ago,  (see  Table  I). 

2.  Waiting  in  the  wings  is  a  similar  amount  of 
"soon-to-be  i  ssued-debt^< .   This  is  an  additional 
amount  of  $328,101,400  in  »*Loans  Authorized  But 
Not  Issued'*,  (see  Table  IV).   This  is  the  best 
indication  that  the  high  level  of  debt  will 
continue  and  will  rise  even  higher. 

3.  Boston's  debt  requirements  in  1974-75,  the  amount 
to  be  raised  by  taxation  to  service  the  debt 
load,  is  $49,505,559,  more  than  three  times  the 
1967  figure  and  an  amount  equal  to  the  cost  of 
operating  the  City  of  Boston  Police  Department, 
(see  Table  Vli  I ) . 

Actually,  maturing  debt  and  interest  charges  for 
1974  and  1975  amount  to  $51,846,748;  however,  an 
amount  of  $2,341,189  will  be  met  by  betterments 
and  sewer  charges  with  the  balance  to  be  raised 
by  taxat  i  on . 
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One  factor  to  be  considered  in  the  area  of  rising 
cost  in  debt  service  is  the  increased  cost  of 
borrowing.   Issues  in  1965  carried  interest  rates 
of  3  1/4  to  3  3/4f.;  a  1974  issue  of  $43,110,000 
carried  a  rate  of  6.4^. 

Debt  issued  in  the  1973-74  period,  (see  Table  III) 
was  double  the  amount  of  debt  retired  during  that 
period; 
ret  i  red 


$70,000,000  was  issued,  $30,469,000  was 


3 


^ 


A  substantial  part  of  the  $328,101,400  in  ''Loans 
Authorized  But  Not  Issued,"  an  amount  of 
$205,000,000,  is  for  school  construction.   The 
blow  is  softened  in  this  area,  however,  by  the 
expectation  that  there  will  be  a  6$%    reimbursement 
from  the  State  under  the  formula  provided  in 
Chapter  492  of  the  Acts  of  1974.   One  caveat  to 
be  noted  in  this  regard,  when  most  of  the  cities 
and  towns  of  the  Commonwealth  will  be  vying  for 
this  grant  by  the  State,  is  the  language  of 
Chapter  645  of  the  Acts  of  1948,  which  provides 
that  the  funds  will  be  available  '''from  any  amounts 
appropriated  therefor".   In  other  words,  there  is 
no  guarantee  of  funds. 

When  the  Metropolitan  Debt  (overlapping  debt)  of 
$116,079,161,  (see  Table  VI)  (as  of  June  30,  1973) 
is  added  to  the  $364,945,395  of  net  debt,  plus  the 
"Loans  Authorized  But  Not  Issued'*  figure  of 
$328,10  1,400,  a  total  picture  of  debt,  actual  and 
potential,  emerges  as  a  mammoth  $809,125,956. 

In  November,  1973,  the  State  issued  $9,550,000  of 
Metropolitan  Water  Debt  which  in  due  time  will  be 
reflected  in  Boston's  share  of  that  amount. 

Boston  is  not  alone  in  its  lofty  level  of  debt. 
However,  only  six  of  the  twenty  cities  in  Boston's 
population  class  showed  higher  amounts  of  net 
long-term  debt;  on  a  per  capita  basis,  only  seven 
showed  a  higher  per  capita  debt,  (based  on  the 
most  recent  Federal  listing  available,  1971-1972, 
( see  Tab  I e  II). 


These  figures  outlining  the  City's  debt  picture  are  star- 
tling.  However,  in  the  absence  of  a  ready  formula  to  evaluate  the 
situation  and  set  a  safe  ceiling,  one  must  look  elsewhere  for  a 
judgment  on   I)  whether  Boston's  overall  borrowing  is  within  the 
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City's  capacity  to  pay  according  to  the  terms  of  the  loans  and  with- 
out interfering  with  the  orderly  and  effective  discharge  of  current 
operating  responsibilities,  and   2)  whether  the  City  Is  able  to 
borrow  on  the  most  favorable  terms  in  the  municipal  securities 
market. 

Experts  in  the  field  of  municipal  finance  have  devised  tech- 
niques for  evaluating  municipal  debt;  these  include  the  examination 
of  tax  rates,  ratio  of  debt  to  valuation,  ratio  of  debt  service  to 
revenue,  per  cent  of  taxes  collected  and  municipal  controls  and 
fiscal  judgment;  moreover,  qualitative  judgments  must  be  made  on  the 
economic,  social  and  governmental  conditions  of  the  City.   The  ulti- 
mate result  of  al I  this  testing,  of  course,  is  the  price  Boston  must 
pay  for  its  new  borrowings  and  the  credit  rating  to  be  given  to  the 
City.   It  is  significant  that  Boston  has  undergone  such  testing  and 
has  advanced  in  credit  rating  from  Baa  to  A^  grade.   In  August,  1973 
the  rating  was  advanced  from  Baa  to  Baa- I ;  in  April,  1974,  the  rating 
was  moved  up  to  A^. 

However,  credit  rating  notwithstanding,  the  fact  that  the 
City's  debt  continues  to  spiral  and  the  cost  of  borrowing  continues 
to  increase  clearly  demonstrates  that  capital  projects  must  be 
closely  screened  for  their  necessity  before  additional  debt,  sad- 
dling the  City  with  high  borrowing  costs  long  into  the  future,  is 

i  ncurred . 

Respectfully  submitted, 

Ralph  I.  Fine,  Chairman, 

Joseph  P.  McNamara, 

Frederick  R.  H.  Witherby,  Esq. 

William  A.  Davis,  Jr.,  Esq. 

Thomas  J.  Murphy  Henry  B.  Wynn,  Esq., 

Executive  Secretary  j^^    FINANCE  COMMISSION 
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Table 


BOSTON'S  NET  DEBT  AT  YEAR  END 
(RAPID  TRANSIT  OMITTED) 


1956  -  1973-74 

1956 

$  58,652,208. 13 

1957 

70,832,868.95 

1958 

1  1  1  ,588,963.38 

1959 

103,413,775.81 

I960 

101 ,016,708.28 

1961 

96,618, 165.71 

1962 

94,690,775.93 

1963 

94,993,030.40 

1964 

108,916,200.87 

1965 

1  1  1 ,054,863.89 

1966 

117,791,418.34 

1967 

142,190, 169.82 

1968 

157,396,263.90 

1969 

175,752,949.91 

1970 

21  1,188,558.92 

1971 

263,993,201 .61 

1972 

325,582, 100.55 

1973-4 

364,945,395.25 

*  A  $45,000,000  Funding  Loan  was  provided  in  1957  to  meet  a 
deficit  in  the  Excess  and  Deficiency  Account  and  an  accumulation  of 
overlay  deficits  due  in  large  part  to  abatements  granted. 


Table  I  I 


NET  LONG-TERM  DEBT 
OUTSTANDING  * 
( i  n  Thousands ) 

1970 
POPU- 
LATION 
(in  000' 

* 
's)    PER  CAPITA 

1970-197  1 

1971-1972 

1970-1971 

1971-1972 

At  1  anta 

$372,097 

$439,162 

497 

$748 

$884 

Ba  1 1  i  more 

548,231 

572,492 

906 

605 

632 

Boston 

263,993 

325,582 

541 

412 

508 

Buffalo 

161 ,971 

205,506 

463 

349 

446 

Cincinnati 

1 93,970 

237,940 

451 

430 

527 

C 1  eve  1  and 

306,804 

288,788 

751 

408 

385 

Co  1 umbus 

143,015 

175,673 

540 

264 

325 

Da  1  1  as 

336,466 

342,31 1 

844 

398 

406 

Denver 

248,276 

248,788 

515 

482 

483 

Kansas  City,  Mo. 

271 ,905 

266,347 

507 

535 

525 

Memph  i  s 

397,774 

442,627 

624 

637 

709 

[^  i  1  waukee 

199,770 

210, 132 

717 

278 

293 

New  Orleans 

200,237 

227, 161 

593 

337 

383 

Pi  ttsburgh 

91 ,362 

93,725 

520 

175 

180 

St.  Louis 

170, 188 

166,223 

622 

273 

267 

San  Antonio 

159, 197 

195,999 

654 

243 

300 

San  Diego 

130, 114 

133,694 

697 

186 

192 

San  Franc  i  sco 

343,851 

352,701 

716 

480 

493 

Seatt 1 e 

314,303 

308,831 

531 

591 

582 

Wash  i  ngton ,  D. C . 

394,403 

536,480 

757 

52  1 

709 

*   "City  Government  Finances,  1970-71,  1971-72,"  Bureau  of  the  Census, 
Department  of  Commerce. 
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DEBT  ISSUED  IN  1973 


Sept.  I 


Table  III 


Public  Ways,  Construction  of 
Urban  Redevelopment 

Capital  Improvements,  Health  &  Hosp, 
School  Construction 


$  2,500,000 

6,500,000 

8,000,000 

10,000,000 


$27,000,000 


June 


ISSUED  IN  1974 


Add' I  Dept,  Equ  i  p 


:> 


3 


( Schoo I  house 

Ki  tchens  ) 
(Parks  &  Recr. 


S  i  dewa I ks 

Rem.,  Recons.  Extra.  Rep 


It 

II 

Pub  I  i  c  Ways 
Sewerage 

Urban  Redevelopment 

)i 

II 

It 
ii 
II 

ii 
II 
II 
?l 

Public    Bu  i I d  i  ngs 

It 


(SCCH) 
(Pub.    BIdgs 


(Pub  I  ic  Works) 
(Parks  &  Recr. 


Schoo I  Bu  i I 
Pub  lie  Bu  i I 


dings 
dings 


11 
II 

i« 

Schoo I  Bu  i  I d  i  ngs 

t! 


(Fire) 

(Parks  &  Recr. ) 

(Garage ) 

(Health  &  Hosps. ) 


200,000 
300,000 
500,000 
500,000 
50,000 
500.000 


I ,000, 
I  ,000 
1,500^ 
85 

250 

275, 

390 

425 
I ,000,000 
I  ,400,000 


000 
000 
000 
000 

.000 
000 

,000 
000 


2,000 
2,000; 

300; 

300, 

900, 
I  ,000, 
I  ,250 
2,500,000 
2,700,000 
6,000,000 
6,285,000 
8,500.000 


000 
000 
000 
000 
000 
000 
000 


43.  I  10.000 


$70, I  10,000 
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CITY  AND  COUNTY  FUNDED  DEBT 


Table  V 


Gross  Funded  Debt  12-31-72 
Add  Funded  Debt  Issued  in  1973-4: 
City  Debt 

Deduct  Funded  Debt  Paid  in  1973-4: 

City  Debt 

Water  Debt 

Rapid  Transit  Debt 

Gross  Funded  Debt  6-30-74 

Sinking  Funds  12-31-72 
Rece  i  pts 

Payments 

Less  Reserve  for  Payment 
of  Interest  on  Debt 

Total  Redemption  Means 

Net  Funded  Debt  6-30-74 


$30, 124,000.00 

345.000.00 

2,907,000.00 


$20,040,023.53 
405, 183.45 


$20,445,206, 
3,018,300, 

:98 

.64 

$17,426,906, 
34,801 , 

.34 
,59 

$345,603,500.00 

70, I  10,000.00 
$415,71 3,500.00 

33,760,000.00 
$382,337,500.00 


17,392, 104.75 
$364,945,395.25 


City  Debt 
Water  Debt 
Rap  i  d  Transit 


Gross  Debt 

$361 ,352,000 

4, 125,000 

I  6,860,500 

$382,337,500 


Sinking  Funds 
$    531,604.75 

16,860,500.00 
$17,392, 104.75 


Net  Debt 
$360,820,395.25 
4, 125,000.00 

$364,945,395.25 
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METROPOLITAN  NET  DEBT 


JUNE  30 


BOSTON'S  SHARE 


Table  VI 


Sewer 
Water 
Park 


1972 

$  35,064,480.58 
66,751 ,267.63 
I  3,353,25!  .58 

$115, 168,999.79 


I  973 

$  33,521 ,070.85 
69,256,461  .  I  3 
13,301  ,629.47 

$1 16,079, 161 .45 
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Table  VI  I  I 


DEBT  REQUIREMENTS  TO  BE  RAISED  BY  TAXATION 


IN  RECENT  YEARS 


1974-5 
1973-4 

1972 
1971 
1970 
1969 
1968 
I  967 


$49,505,559.00 

59,274,436.70  18  month, 

I nter  i  m  Per  i  od 

37,890,886.91 

34,866,885.22 

25,931  ,976.  12 

26,963,989.68 

18,794,372.30 

15,739,348.32 
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